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| ADMINISTRATION OF INVESTMENTS—Continued from page 544 | 


“Now let us consider similar transactions if the cost of the original 100 shares 

had not been allocated equitably to the 10 shares received as a stock dividend. 

“If the 110 shares are sold at $60.00 per share, or $6,600.00, there would be a 

profit of $1,600.00, as the cost stands at $5,000.00. If the original 100 shares are 

sold at $60.00 per share, or $6,000.00, the profit would be $1,000.00, as they cost 
$5,000.00. Later the 10 shares stock dividend are sold at $60.00 per share, or 
$600.00. Inasmuch as the cost of the holdings in stock of this company would 

have been offset against the sale of the original 100 shares, the entire $600.00 
proceeds of sale would constitute profit. The total profit on the sale of the 110 

shares would be $1,600.00.” 

This one also is on me! I suppose it is fairly obvious that I set out to show the 
transactions on the basis of the two procedures and sort of fell by the wayside. Of course, 
it would have been quite a help had the words “or $45.455 per share” not been omitted 
from the typescript after the words “He now owns 110 shares the cost of which stands 


at $5,000.00”. 


Yours very truly, 


H. ARNOLD STRANGMAN. 
December, 1944 @ TAXES—The Tax Magazine 








